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LESSON  XIII. 

Wages. 
T     "^  '"■"  Pre<-eding  lessons-Lessons  XI  and  XII 

share-wm   hJ       '"?'"«'■«  o"-  salaried  man's 

knotty  and  eom^verLrWoblenJr""""    "'   ^"""^    ^^^ 
Wages  Usually  the  Largest  of  the  Four  Shares 

wh?„rs:;-  tL't:poS;^onT^  -t  ""-"-'' 

dustries  are  eoncerne;)  hf-  f  •''  "'"■  manufaeturing  in- 
Canadian  census  of  loil  \  -^'^  *°  ''"'  ^'^"""''^  «*  the 
total  value  of  nmLfa"tured  ^  T^  '"  '}'''  ■•««'"-d«>  the 
in  19i0  was  $1165  975  639    Xi'"\^  '"  ^'"""*'' 

partlymannfact,redgoodsUr,freJ  '  '"''■  ""'*"''''«  «'• 
cesses  were  worth  $601  509mr  ThM^fH  ^'^ther  pro- 
">ade  by  manufacture  to  the  v„l.ienf  i"'    '"^'"'^°" 

year  was  $564,466  621    and  u„        °'. commodities  in  that 

having  come  into'  the  enfrepreS-'"H^'"/  '^''  ^""'  «« 
return  for  the  sale  of  theirprodue  %?.*'''''  '"-P'"  "^ 
depreeiatio".  in  plant  insurance  pf  „^?Vj'™^"^'"»  fo'' 
which  I  have  no  mean!  ^f  f  ;■  T^'"'''^  ^^^"y  ^liarges 
divide  the  bala"  ce  amon^  tht  r  .^~""^  proceed  to 
capitalists,  laborers  and  entr  °"'"  '=i''««es_land-owners, 
our  Btatisticsr$24To08  416  1^^^^^^^^  a-^cording  to' 

eon^titutes  abo\t  42  6  peVcenV  or^h:";^  T''^"'';    '^'"^ 
-— — ^ jjer^ent.  ot  the   total  product  of 

t«=acher5,  ministers,  oi^il  servantr."^  '^      ?    ^  P'*''  '"^"«'«.  "f 
ow  fip,„s   relate   exchsivelvtn'  '"P"''"«'"'ent8,  etc.    Of  course 

-Iaries„,,„peri„te„tr;,tre^era„1^t;;Vff".<'   '"'"""^   *"« 
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manufactures.  So  wo  see  that  there  is  no  doubt  that  wages 
is  the  largest  siiiK'l.'  division  of  t't"  product  of  industry. 
It  is,  of  fourse,  di.strihuted  among  by  far  the  most  numer- 
ous ela^s  of  the  eontrihutors  to  production. 

Incmae  of  Average  Wages  in  the  Past  Decade. 

If  the  total  wages  arc  divided  by  the  number  of  wage- 
earners  and  salaried  persons  as  shown  by  the  census 
(515  208) ,  it  is  f  nd  that  the  average  annual  money  wage 
is  $467.79,  e<iuivalent  to  an  average  wage  of  *))  per  wt.K. 
While  this  seems  a  low  tigure,  it  m.".t  be  reme.nbered  that 
la  our  516,20;}  wage-earners  •-<  ineluHetl  a  ver\-  large  num- 
ber of  unskilled  laborers,  women-workers  and  young  peo- 
ple, apprentices,  etc.  In  1900",  the  average  wage,  as  shown 
by  the  census,  was  only  $333.90  per  year  or  6.42  per  week. 
The  it  .rease  of  $2.58,  or  roughly  40  per  cent  represents 
a  general  progress  in  the  condition  of  the  working  class- 
a  progress  in  comfort  modified  by  the  increased  cost  ot 
living  The  average  cost  of  living,  according  to  the  Do- 
minion Government  statistics,  increa.sed  ab  .ut  la.b  per 
cent,  between  1900  and  1910.  It  is  evident  that,  even  after 
allowing  for  this,  the  average  wage-earner  s  or  salary- 
earner's  position  in  1910  was  something  like  2o%  better 
than  in  1900.    This  is  a  very  satisfactory  and  interesting 

conclusion.  .  ri.„«inn 

So  much  for  the  general  statist-s  of  wages  Coming 
down  to  our  own  experience  and  considering  the  wage- 
earners  whom  we  see  arc  and  us  and  their  wages,  we  hnd 
that  the  latter  vary  conside-ably  in  different  occ"Pat"^nf' 
that  the  man  with  a  trade  usually  receives  more  than  the 
unskilled  laborer,  that  men  ordinarily  '•eceive  higher 
wages  than  women,  and  women  higher  wages  than  young 
people.  What  are  the  general  principles  that  account  for 
these  variations  in  the  rates  of  wages? 
Labour  a  Commodity. 
In  the  first  place,  why  does  the  entrepreneur  pay  wages? 
He  pays  wages  to  his  laborers  in  return  for  their  personal 
^rv^ces  in  the  work  of  production,  whether  these  services 
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labour,  are  eommo  ie.  «  "i:  :f  ^  '""'"■•""■  ""-"-  „f 
^"Id  by  the  laborer  amU,  S  ,v  th  '■"","•""'">'  »-bieh  is 
"Of,  as  son.;..  pe.,nle  elai  »  V  "  ''"•••fl>'-«'"..Mr.  /f  j, 
■»«">■  kind.,  a'l.d  of  varv  ',:  Z  r'  '"'" ""-^^  '^  '^  '"' 

The  n!!5f:^p°~?^f  t^fs  f '^*^*"f  °'  '"^^  ^^"''•t.  ■ 

Hea  is  decided  j",ta;  the  nri'''"'y''''-"  '"  '"*  ^•«"""-'  -lUali- 
fettled,  by  the  Idggh,  JT,?  "*  «"f  "»''."■•  <-on>„,..ditv  is 
labour  market-by  tW^unnv*'  "T,"''  '"  "''"  ''"^-^  >'"' 
faining  between  th  ".vers  i?  m''"'""!"'  ''•>■  "'"  ''«>•- 
their  respective  keen  ei  Wh  '•'"**'"\"f  'ab..r  and  l,v 
North-West,  the  de  nZffor^^.!'"'''  ^'  "'  *'"^^  <'«"«'"*«" 
supply,  wages  are  h  T  whe   '       "■"  "  !?''^'at''>-  than  the 

oflabour  is  often  greater  U  an  t'hr."'  ^"fP"'  ^h"  ^-pplv 
Usually  suppiv  is  greate,     hi  J^  demand,  wages  are  lew. 

skilled  sorts  of  labonr  the  Z.'^T'*-"''  ■'"  '^"'  '"»■"'■  '■'- 
the  highest  and  mo.7.'peda  i^-fn  '."  <"••'' "«"'>■  true  of 
t'  's  probably  tha"  a  good  man f  '^""^':-  .  ''''"'  ''•''"'""  f'"" 
of  .abour  are,'  through  vte  of "  1'"  l^-  '^.'  '"•'''"  f^oJ*"* 
through  the  eliminatfon  of  their  narH'"?'  "'  ""'"'"•'•  "' 
some  improvement  in  -naehinpt.    P"'"^"lar  specialty  bv 

"■skilled  Class  of  laborers  Xo;:,;^*^"''''  '"  ''"'■  '""-^"r 
fe  at  the  same  time  risiW  in  th^  h  "  F""'  '"='">'  "thers 
fathers  in  th,  less  skil  ed  ?ra"les  J  ?*'-^  =  '  '""-"'  ""any 
'he  more  highly  skilled  ocenn«t;  ''"/'"*'  ''"'''"  s'>"s  in 
progressed,  man's  eeds  have  h"  ^'  "'"i'^ati.n  has 
requiring  an  ever  greater  Imonr'"";  "'l'-",  «'""Plieated, 
'"•der  to  satisfy  them      Th     '  "^^  '"''"'^d   labour  in 

has  also  taken  awav^„„I'  ""'••''ase..  „se  of  machinery 
than  of  skilled  men,  a  TtTi^tf  "'^'  ^'  ""'^  "^  "-^S 
laborers  required  in  the  wor  VwnrkT'"  "*  ""■'*'^i"«'l 
proportion  to  the       al     To  JiL  »  "*r  "  '^'-'-easing 

."■  the  next  decade  replaced  bv^relT"!^  '■  ''  "''"'^■'  are 
'"S  ten  times  the  load  that  a  team  nf^''''*".''  "''"''^■^  ''arry- 
very  fact  not  give  rise  tn  1  "^ ''?'•*'«■''  draws,  will  this 
considerable  mf^itudef  •"'«'"P!°.vment  problem  o| 
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Labour  ii  a  Commodity  of  a  Peculiar  Kind. 

LaboiT,  tiK'ii,  i!<  a  commodity,  but  it  is  a  commmhty  in 
(,ne  respiH-t  diflfererit  from  all  other  commodities  whicli  wr 
know:  It  is  inseparable  from  the  person  ot  the  laborer. 
Wherever  he  sells  his  labour,  there  he  has  to  no.  Ihe 
typical  laborer  of  to-day  Roes  into  the  factory :  or.  actniK 
under  his  employer's  or.lers,  boards  a  railway  tram  tor  a 
distan*  destination,  and  there  sells  to  his  employer  services 
which  are  inseparable  from  his  own  person.  It  may  he 
said,  indeed,  that  he  sells  part  of  himself. 

Labour  a  Perishable  Commodity. 

Further,  his  commodity  is  a  perishable  one,  and  he  cither 
has  to  sell  it  for  what  he  can  itft  for  it,  like  a  fruit  mer- 
chant with  over-ripe  fruit  on  Saturday  night,  or  lose  it 
altogether.  Every  day,  every  hour  that  he  loses,  perishes 
absolutely  without  bringing  him  in  anything  whatever.  It 
seems  at  first  sight  as  if  he  ought  to  accept  the  very  lowest 
wages  rather  than  spend  an  idle  hour.  He  does  not,  how- 
ever usuallv  do  this,  because  of  its  demoralizing  effect  on 
the  market."  In  the  same  way  a  merchant  will  sometimes 
destrov  goods  of  a  certain  kind  rather  than  sell  them  '  an 
excessively  low  price,  since  the  latter  proceeding  .uglit 
destroy  his  market  for  further  supplies  of  the  same  good>. 

Buyer  ol  Labour  Has  Advantage. 

Again  we  should  note  that  in  the  higgling  of  buyer  and 
seller  the  buyer  of  labour  is  ordinarily  at  an  advantage. 
He  is  usuallv  a  more  intelligent  man  than  the  seller  ot 
labour;  as  a" business  man  he  is  generally  more  skilled  iii 
making  bargains  than  the  seller  of  labour;  he  is  economic- 
allv  the  stronger  and  can  better  afford  to  wait  till  th>' 
laborer  comes  to  his  terms.  In  the  higgling  of  the  market, 
the  individual  employer  with  an  economic  strength  usuali.x 
greater  than  that  of  many  laborers,  is  nuch  more  than  a 
match  for  the  individual  employee.  Out  of  this  state  ot 
things  have  risen  the  combinatirns  of  various  laborers  to- 
gether in  order  to  maintain  or  advance  their  rate  of  wages. 
Such  a  combination  is  known  as  a  trade  union.    It  employs 


as  collective 

illl   the  liiciiihers 

"I  n  toun  or  city.     We  sli,.ll 


BCONO;(IC8 

Sf::^'r;i;;;'s:-,r; r ^'"'■"■'' 

.s.;cnr,„»  for  tl>e  worker  „  hi!,  "'.  "'"'  ^'"'^  "•'"'"  "' 
hiKh-for  hi.s  iahot.r  luH  le  '.'";";■  """""  "'"''<  ""• 
"'"tliod  of  deaPnif  «  th  ,  ,  ''  !'"  >v.di.   '  efforts.     Its 

s:!n^«r^i:ir^::iT;..|e.;^io,.si,M ...xn. 

The  Oo«t  of  Production  of  Labour 

decided  them,  u4  ^ho.ll  Zdl  '''"'r''''''/ '  ■' ^'"""'"'' 
answer.    We  sho.il,!  ""a'.v  consider  th  .>       coinnlete 

behind  «nppyS',e";;.z/''^Csir  m'""  •••'-"^''-K- 

eral  conclusion  that  the  "nnl^'f '''"'''.  '••""*■  "'  »''"  »■"■"■ 
pended  upon  the  cost  of  nZt  ■  "'"""  "^""""odities  de- 
«-l.".se  product  is  rej.ired^  at    "he";"  'I  ""^  '•«'^*  "'•°''"-- 

the  case  of  the  laborer  ?    What  Is  fh.       /  ^^  Production  in 
eommodity,  labour ?    I  suppose  tl  at  T  ,"^  PrJ'"""'*?  the 
;yhe  cost  of  maintainiS  labore  rh'"m  "'•V''«'  '' 
'ffieient  condition,  to  perform  )1  i  t         '"''''*''  ""^  in  an 
however.    The  laborer's  Z',!  Y'""'\    ^^'^  ^'^  ""'  «"> 
''f.'.-  the  cost  of  prodiLt  on  L'    h  •''"^'     ■'"  *'"'""^''  '''-^ 
'"S  him   to  the  age  at  whic     1         '"'t  "'"  '"'^t  "^  ^ear- 
.'['"'"gh  this  is  raUier  a  mo^    I  H  '""  '"^"'  '"'"'"■•  «"d 
I'  >'a)  it  should  include  hi    m'in/r"  "  ''T^'-^'  ''^•"»0"''« 
"hour.    When  a  n,a„  co  n  s  to      'and":  t^'f  '"'  '''  r*'^' 
Jo  not,  however,  attemnt  to  e -H^   ♦    .,  "''''  ^"''  ^^''''k-  we 
■"e  to  decide  his  wa^7  But  ■tt^"'f'=  *''"  '"'■^'  "^  his  train- 
^"".e  thing,  we  usually  pa    hin  a  s,r"""/'  *"  «''""■''  "■« 
'■■"'  to  maintain  his  wif^^Sf^m f",?  :!.»^!  *? --'^.l' 


ly  as  well  as  hi 
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His  wage  helps  in  rearing  his  children  to  the  age  of  pro- 
ductive labour,  instead  cf  being  applied  against  the  cost 
of  production  of  our  laborer  himself.* 

Just  as  in  ordinary  consumption  goods  will  not  usually 
be  sold  under  cost  of  production,  so  the  wages  of  labour 
will  not  ordinarily  fall  below  the  cost  of  maintenance.  In 
both  cases  there  are,  no  doubt,  a  good  many  exceptions  to 
the  general  rule ;  we  shall  consider  them  hereafter. 

The  Utility  of  Labour. 

Tlie  wages  of  labour  need  nqt,  however,  be  merely  equal 
to  the  cost  of  its  production.  That  is  their  lower  limit. 
What  is  their  upper  limit?  Surely  it  is  the  net  increase  in 
product  which  is  due  to  the  employment  of  the  last  or  mar- 
ginal laborer.  If  an  entrepreneur  has  a  hundred  men  in 
his  factory  and  an  additional  man  can  add  $15  a  week  to 
the  net  product  of  the  indu.stry,  he  may  be  engaged,  but 
his  wage  will  not  exceed  $15  a  week,  will  not  in  all  prob- 
ability be  so  high  as  that.  A  wage-earner  cannot  earn 
more  than  lie  hrings  in  to  his  employer.  The  upper  limit 
of  his  wage  is  his  productivity.  His  utility  to  his  employer 
as  measured  by  the  latter,  is  equal  to  the  number  of  dollars 
worth  of  product  which  he  can  p 'oduce  in  a  given  period 
of  time,  less  the  necessary  charges  for  housing  him,  pro- 
viding him  with  machinery,  power,  etc.,  and  less  the  dis- 
count for  the  interval  elapsing  be:  ween  the  payment  of  his 
wages  and  the  sale  of  the  finished  product. 

Between  these  two  limits,  then— cost  of  production  fo^ 
maintenance  and  utility  to^  the  employer  in  productivity- 
wages  fluctuate.  At  what  point  between  the  two  limits 
thev  will  be,  we  cannot  tell.  This  will  be  decided  by  tlir 
relative  bargaining  strength  of  the  employer  and  the  em- 
ployee. Take,  for  example,  the  man  in  the  last  paragraph 
whose  net  utility  to  his  employer  is  equal  to  $15  per  week  ; 

suppose  his  cost  of  maintenance  is  $10  per  week^ If^li'' 

'Compare  the  afritation  for  the  fixation  of  a  legal  niinimiiii 
wape,  anil  the  passage  of  '"''h  legislation  for  many  Australinn 
and  some  English  imlustries. 
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Stands  alone  or  is  rpsirlonf  • 

only  one  possible  hnver  foVhis"  iT""""*:^  ^"''«'-«  *here  is 
wage  will  be  n.-a,-  the  loner t,';';";  '^  '''  ''.'^'''.v  ^'at  his 
other  men  of  t,is  craft  or  if  th  ' ,'  I  "  "'"'^"'  "''f''  ^he 
h,s  services,  he  is  likelv  to  findh  '""  '^'"»Pf«tion  for 
h>pher  limit.    Of  eour^e  inlhf.  r  "'"^"-^  "PP-'oach  the 

««ke  of  clearness,  neglecte.  t  ,  '""'"^  '""  ''«^''''  f'""  the 
employer  ,„«,-  be  abll  to  mak  r'""'^"*  '''^'^  '"«'  one 
use  of  the  enerffies  of  o ur  2rer  T'^  """''  Productive 
hrst  employer  may  be  ab  e  o  nfr'  *'""  """'her;  thus  the 
ni.nous  to  the  second  "  "  "'"^^  ^^"hich  would  be 


The  BarsrainTheo.7  of  Wages. 


of  wP^ii^hV^BaSnVh^^  the  accepted  theory 

mamly  „po„  the  analogy  of  atour5??i'  '''^'''^  ''  hased 
It  involves  the  assumpHon  th«t  h  ■'  ""'""  eommodities 
JHst  as  IS  the  price  of  anv  "th  P"''*"  "^  '"hour  is  fixed' 

demand,  supplv  being  based  nn'""'"'"'"'-^'  ^y  supplv  alul 
<'em.and  upon 'the  utiirty  of  tC'  ""*  "^  P'-°rt»etinn,  a 
'•baser  thereof.  ^  "*  *'>'^  eonimodity  to  the  pZ 

?iJi^/£t'S'a.^'r-  y'^^il'  -'^'^-   -.   -   must 
The  Socialists  do  not  agree  v-hh"H  "  "'1'  ""'  '^"tisfy 
'lid  not  accept  it.    It  is  a  new  H        '     ":  *''""'y  eeonomists 
""sequent  upon  the  acceptance  nf?i'  '"s"'"  «eoept.ance   .s 
»lnc-that  value  is  based  ,,'1*  ^'"'.•^"■^*"'''"  theory  of 
people  quite  sincerely  hold     tT    ".""■^'"«'  "tility,     Many 
.»■»"  the  great  nan.e    of  Ada     Sm]7'  "?''  ^^''^  ^'-em  "p 
well  as  those  of  Lassal  e  and  Cr'  "u  •°''^'"'  R'''«'-do 
""  '0  .consider  these  views  oTtL,     ^'  '*'  necessary  fo; 
;;;=plain  then,   by  reference  to  th.-''  rri'-'-^'^ts,  and  ?o 
'■eonomists  lived,     lien's  theorilK    '"■'''  '"   "'hieh  these 
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History  of  Wages  and  Wage-Earners. 

In  the  eighteenth  century,  before  the  age  of  factory  pro- 
duction began,  there  was  no  wage-earning  class  properly 
so-called.  Boys  served  an  apprenticeship  to  their  trades 
usually  for  seven  years,  and  then  either  began  business  for 
themselves  with  very  small  capital  or,  if  they  found  they 
had  not  sufBcient  money  to  become  masters  in  their  respec- 
„   .  tive  trades,  they  worked  for  a  few  years  as  journeymen, 

Bni  earning  wages  and  saving  what  they  could  in  order  to 

P  '  acquire  capital  to  commence  business  for  themselves.    No 

doubt,  idle  and  drunken  journfeymen  often  remained  jour- 
neymen throughout  their  lives,  but  the  fairly  thrifty  man 
who  had  some  technical  skill  in  his  trade  did  not. 

After  the  industrial  revolution— the  introduction  of  the 
factory  system— it  was  found  that  the  new  machine  pro- 
duct was  far  cheaper  than  the  old  hand  product.  Accord- 
ingly, the  new  product  displaced  the  old,  and  the  hand- 
workers found  themselves  compelled  either  to  lower  their 
prices  to  the  level  of  the  machine  prices,  to  leam  how  to 
operate  the  machine,  or  to  go  out  of  the  trade,  which  often 
involved  emigration.  Many  slow-thinking  workers  adopt- 
ed the  first  of  these  courses  and  were  slowly  starved  into 
their  graves  as  a  consequence.  Others,  more  adaptable, 
found  other  employment,  often  in  the  new  manufacturing 
cities  of  England.  Still  others  emigrated  and  settled  in 
America,  where  they  lived  a  more  or  le.ss  rough  and  un- 
couth pioneer  life,  but,  ordinarily  at  least,  had  plenty  to 
eat  and  drink. 

The  machinery  used  in  the  new  factories  was  elaborate, 
costing  far  more  money  than  the  average  wage-earner  was 
likely  over  to  have  at  his  disposal.  Though  a  few  workers, 
by  displaying  great  technical  skill  and  business  ability 
induced  others  to  entrust  them  with  their  capital  and  not 
infrequently  made  fortunes  through  its  use,  the  great  ma- 
joritV  of  wage-earners  lest  all  hope  of  ever  rising  out  ot 
their  position,  of  ever  heeoming  independent  of  their 
employer.  They  became  hereditary  wage-earners—t he 
pioletariate  of  the  Socialists— who  never  controlled  the  , 
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u 


the  owners  orth  mae,  ^^fP*^"'''''*  "P""  *''"  «"'P'".v'^r.s. 
minimum  and  vou"g  e  nZ  ,  ZT T'" r^'''"'^  '"  *'"' 
hours,  especial  y  in  the  eott"  IT  '"'  *"  '""'^  '""^ 
out  their  parenls'  m  eraWe  "^h^"  The  h"  '-m'""  ^"  '"^'^ 
sion  which  English  workers  en?I?,f'i  ■  f  '''"•'•''''«'  "PPres- 
nineteenth  centur^  l^o  b^  Zdof  ,!"/'"  ^'^^  '"''^  "^  f''" 
ances  as  Kingslev  's  AUon   T  ,!, I  ""I''  '"  """■''  >•"•"- 

■sentimentalist!  like  Ru,ki ,   (Cr'  ""  p"./.',',  "■"'"'«■'  "^ 
C'arl.vle    (Past  and   Presen  )     or   ™  '  ^'''■'■■^^-  •"• 

Browning's  "Cry  of  tie  Children  " ''t"''-m''^''   ""'   ^^'•'- 

1850  and  mof^XyZlT   ^   '^  P"  '"''"*■  '^''f«-''«" 
money  wages),'  increa'i  69^^;  iZ'''^'"'  ""^^'^  "*  *'- 

naSl^^if  ^^r":  dSiil;:^;?^!!' »■'"'!  -7--^>  '-■^t 

<luet  of  labour  ThTis  n,!/  '^■^  '',°  *"  *'""  ""h«'e  pro- 
more  a  countrv  gains  i  ^n.^.Ti"  ■' J'f  "T"  because  the 
fhe  larger  beeom^eT  L "ve^g.  a^^^^^^^^^^^  """^  -ieyelopment, 
"iterest  on  that  larger  clDitfl  fh'  P'''' "•'"•kman.  As 
"■"St  have  an  increase  in  hLr.  T!l  '''^"  '"^^«"««-^  ** 
'"  1900  the  wages  and  salaries  of  H  ^'"  f"^''""'-  ^hus 
foetures  in  Ca.mda  amounted  to  V^"^^  employed  in  manu- 
""t  product.  In  %lT  he  •  havp  'T';'"/-  "''  ^^'^  "'fa' 
While  the  percentage  of  tie  f'f  '"",''  '"  ^-^  P"  «"'*• 
'''iniers  has  declined   th^  «  ^.  '"""^  *°  "'«Se- 

-  have  seen,;tatj  tre^a'sed''  ""'"'"^  "'  "'^^^  "--  - 

Early  Tbeories  of  Wages. 

h4nnSg'ra^"Z:T'^  "^  P""^'"^"'  Eoono„,v  was 
"'tention^o  the  ^ie  tfon  o7  wf'  "'^l''""-^'  turned'  their 
'■''-".  class  risiV;":^/2-^,.;|;;;e>^^th^w«ge. 
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people  receiving  higher  wages  in  some  districts  than  iu 
others  and  more  steadily  employed  in  some  districts  than 
in  others.  They  speeulated  on  the  causes  which  fixed  the 
rate  of  wages,  and  their  speculations  were  naturally 
greatlj  influenced  by  the  actual  conditions  which  they  saw 
around  them.  Generally  speaking,  the  earlier  theories  of 
wages  were  more  pessimistic  than  the  later  theories,  since 
the  position  ol  the  working  class  was  then  much  worse. 
Besides  the  Bargain  Theory,  three  chief  theories  of  wages 
have  beeii  propounded,  all  of  which  it  is  necessary  for  us 
to  discuss,  because,  although  some  of  them  have  been  more 
or  less  discredited  by  experience,  they  still  retain  an  enor- 
nu)us  inttuence  over  the  min^s  of  millions  of  people.  As 
they  form  the  basis  of  great  popular  movements,  it  is 
necessary  for  us  to  understand  them. 

The  Subsistence  Theory  of  Wages. 

The  first  of  these  great  theories  which  have  so  influenced 
nineteenth  and  twentieth  century  thought,  was  first  ad- 
vanced shortly  before  the  French  Revolution  by  Tiirgot, 
a  distinguished  French  statesman  and  scholar.  I.iving 
among  a  poverty-stricken  nation  of  serfs,  villanou.sly  over- 
taxed by  both  church  and  state,  Turgot  naturally  came 
to  the  following  conclusion:  "In  every  sort  of  occu- 
pation it  nuist  come  to  pass,  and  in  fact  it  does  come  tu 
pass,  that  the  wages  of  the  artisan  are  limited  to  that 
which  is  necessary  to  procure  him  a  subsistence.  .  .  . 
He  earns  no  more  than  his  living."  This  was  the  begin- 
ning of  what  is  generally  termed  "The  Subsistence  Theory 
of  Wages"  or  "The  Iron  or  Brazen  Law  of  Wages."  By 
this  Turgot  did  not  mean  what  we  do  to-day— a  comfort- 
able living— but  merely  enough  food  of  poor  quality  to 
keep  the  wage-earner  from  starving  to  death,  and  enough 
clothes  and  shelter  to  keep  liiin  from  freezing. 

Adam  Smith  and  Rieardo,  living  in  a  country  where  th.' 
poorer  cuisses  were  morf  prosperous  than  in  pre-Revolu- 
tionary  France,  show  .  tendency  to  a  more  optimist!'' 
theory  than  the  Sub.sistence  Theory  of  Wages.  Yet  som. - 
times"  they  reverted  to  the  more  hopeless  point  of  vie". 
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■n  the  "Iron  Law  of  Wa"  s  "  V,i  ^''"P'''''*'^ '''''i''^"' 
showed  that  under  exist Weondinl'^  "  '^""^  "'"*"> 
"ot  earn  more  than  a  sni  sistn,?  '  ''"'  "'"'■'^•''•^  ^•'"■'d 

a'Ki  place  the.  did  ear  m on  ?.  ""-'"y-  "  «'  «".V  time 
.■•■rtainly  repro.ln".  t,"' ^ '^  ^'""  ^""fkmg-ela.sse.s  wonld 
foreionKthMabourm^rke  w  j;;,r''  "'""'""••^  ^"«t  he- 
"•age.s  would  .si„l<  ,.,  th7  miniZl  """'  ^■""K''-^f^'l  ""d 
k.'ep  soul  and  bodv  tog  her  „  Ttn  «'""'"'*  "«-'"<«ary  to 
propagate  his  kind  "  *°  *^""''''^'  "-e  worker  to 

^' w^rxp^S^^'^^-t^r";;;  '"^"T  -  ^-  '- 

Assuming  for  the  moment  tha?r«-pl'?"^'''-^"""^'  "■«>• 
""7  would  there  be  betvveen  l  h  „'  rt'  "''"*  '"<^'''- 
find  slavery?  There  u-m,  i  i  I,  "  '^■'""''t">n  of  thinsrs 
t'H'  -ag-earner  that  h  . oul  ""  '"Tf"'"-  ■"  f-- r  o 
P'oyer:  ou  the  other  h  ml  t''  '""f"'^'  ^■''^''t?"  ''is  em- 
'"terest  in  maintai  ,i„r  'e  '  ;"'P'"'^"  "-""'''  'mve  no 
and  faking  eare  of  h  f  H  s  n t^r'f''"""  ,",'  .^""'^  '"^«'t'' 
the  wage-earner  to  the  u"er,  '  t  ""l"'  '"  *"  ^^'i''"'* 
and  engage  another  ""'^'^•""•'>t.  then  throw  him  aside 

^;ts^S;£,S-^^^-:|ern  industry?  The  Soeia,- 
•Harx  and  Ferdinand  La  sate  1,  I V"""!  '""''"'•^  Karl 
heory  of  wages  in  its  na^rov^J  f  '  .i','  ^'"'  -^"bsistence 

I'l'mense  savings  of  time  and  r"''  I'"*-^'  *'«'^'  *''«t  the 
labour-saving  machine  y  that  h""  1  '""'■•*"'  '^'^'  «"  f'- 
!-'i"ie  into   the  pockets  of  \T  '  ?*"    '"dented    have 

J-'ained  nothing  at  all  from  .1  l,  "^  *'"'  "'^^''-'-arner  has 
;;-enth  and  t«^ntieU  e;^^uri  s  '\r,f  "^^-^  "^  '"e  nine- 
these  inventions  has  passed  no'th;  I  '','  ^f"  ^'•'™  «" 
l^ts.  and  the  working'^^^ass  ,""!',  ^'"t  ,"^  ""^  '^"Pif^i- 
'■><  nstrial  Revolution.  Th L  '  ,  'r  °'^/'"'"  ■"'^'"•'^  the 
arhde  of  faith  l,v  a  vervcliu„^   ;.";''''   .«'""'«*    as   an 


Th:f^;tr;;:Li^:^:?;j"i'-^-''---he;':^ 


against  this  theory,  a 


'he  short  memo  \-  of  The  av 
P-ssible  for  him  to  accent 


people 


I'ul  it  is  probably  only 


■erase  worker  which  mak, 
It.    There  is  abundance  of 


:es  it 
sta- 
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tisties  to  show  that  in  the  various  European  nations  both 
wages  and  the  general  conditions  of  life  of  the  working- 
classes  have  greatly  improved  in  the  past  fifty  years — not 
that  they  are  even  now  anything  to  boast  of!  Among 
ourselves  statistics  are  admittedly  very  defective,  but  we 
have  seen  that  both  money  wages  and  real  wages  are  on 
the  up-grade. 

Meaning  of  the  Subsistence  Theory  of  Wages. 

What  is  behind  this  Subsistence  Theory  of  Wages,  and 
why  was  it  advanced?  It  was  based  on  the  experience  of 
its  authors,  yet  at  tiie  time  when  it  was  promulgated  the 
same  law  of  wages  was  in  force  as  now.  The  difference 
was  that  the  working  classes  were  so  ignorant  and  unen- 
lightened, so  disunited  that  they  could  not  resist  the  em- 
ployer, and  t\e  supply  of  labour  was  so  much  greater  than 
the  demand,  that  employers  of  labour  were  able  to  force 
down  the  wages  to  the  minimum  at  which  the  worker.s 
could  keep  body  and  soul  together.* 

The  subsistence  theory  of  wages  permits  of  a  very 
curious  variation  known  as  the  Standard  of  Comfort 
Theory  of  Wages,  which  amounts  to  about  the  following: 
if  a  number  of  men  in  a  certain  locality  believe  that  cer- 
tain comforts  are  to  them  a  i  ecessity  and  refuse  to  wo'k 
at  all  for  a  smaller  wage  than  wul  provide  these  comforts, 

*The  employer,  in  cases  where  he  is  unusually  powerful  or  the 
laborer  unusually  ignorant,  is  often  able  to  .secure  the  labour  of  a 
whole  family  for  practically  a  subsistence  wage,  insteail  of  paying 
this  amount  for  the  labour  of  one  man.  Recent  revelations  show- 
that  child  labour  especially  is  ruthlessly  exploited  in  the 
Pennsylvania  coal  mines  and  among  the  poor  whites  of  the  Southern 
States.  This,  while  no  doubt  advantageous  to  he  employer,  is 
from  the  jmblic  point  of  view  a  ruinous  proceeding,  resulting  in 
stunted  bodies,  ignorant  minds,  and  depraved  morals  among  the 
rising  generation.  Apart  entirely  from  humanitarian  considera 
tions,  it  even  decreases  their  economic  efficiency  and  makes  tbeni 
less  valuable  from  the  economic  point  of  view.  Industries  which 
cannot,  as  is  alleged,  exist  without  such  unnaturally  cheap  labour, 
are  parasitic  industries,  feeding  upon  the  body  politic,  which 
would  be  better  off  if  it  were  rid  of  them. 
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aresufflcienfKowhimtoLv  I  '  e^P'^yer's  profit! 
also  that  it  is  impolfbi^  forh^ '"t„^  wage.,  and  provided 
It  ma.,  also  be  .said  tha^  thp  Jffi  •  ''""?  '"  ""t«ders.« 
may  be  so  increased  by  the  I^^T'-^"*  ^''  ^-^P'oyees 
will  lose  nothing  fn  the  lo„"  '"'"^k''"^'''  **>«*  h* 
probably  not  apply  to  all  ease  Rnt."'  ''•"  ""*"  "'""W 
in  the  majority  of  instaneert  *  "i"*" '"  ""  ^'o^'bt  that 
being  wel/paid  and'hTvin^^Z^or^Ubtf  '""  ''"V"^  ''' 
able  conditions  of  life  Of  rnf,/  1  ''°'"''*'  «"''  '"'"- 
laborer's  efficiency  s  not  iL-rL  ^^  u"''  ^'"'^  "'"*♦■";  a 
oysters  and  champagne        "'"''''""^  ""-""gh  the  use  of 

Productivity  Th  jry  of  Wages. 

The  HiibsisteiK^p  thoni.i-     * 
'■"duly  pessimistic  one    and  n'„T' ,7'  "",  "'«  ^-hole  an 
country  where  wages  were    owo"''  "'?^  ''^  "''«  '"  « 
he  optimistic  ProducHvUv  TheorroT  w'°  ''' T  ""^'^ 
vanced   in   a   country   whwc    .„,/  ^''^''''  ^""^t  ad- 

l  nited  States.     There   in  th      •^?'''   '''"'-*   high-in    the 
last  century,  it  was  ^^.'sih,/  ''•"^"'^  «"''  ^^^'"nties  of  the 
the  laborer- ^hohadS   ma  f!> '*'i'  ^'^  Canada,  for 
a  thousand  dollars.  To  go  We  f  J7  ^T"^?"^  '"^  P^'^^P' 
h,mself_to  "be  his  own  boss  "     /' r    ?"''  ^1^  '''"'^  ^^v 
can  econc-nist.  President  Walker  -yf-'^^imhed  Ameri- 
even  If  the  laborer  did  not  do  thi«  i""'-"'  '*''^  ^^at 
'"'ght  at  any  moment  do  so  mX'  hi'  P"^'''''"^'  that  he 
he  remained  in  the  Eastern  citv  it  v       ,'''''^*'  '''^h".     If 
'■oiMdered,  he  was  doh  g  1   I^i/l,""'  ''«?"'^''.  all  things 
the  Western  farm.    Walker  wen    If'  "'  ^'  "^""'d  ^o  on 
worker  was  the  residual  H«;n,     I    '  ^^^  ^'^  '«  "ay  that  the 
t  at  he  took  all  th^t  was  left  aft   "inf '".'""""-that  fs 
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less  till'  amount  that  was  paid  to  the  landlord  for  the  rent 
of  the  site,  the  sum  paid  to  the  capitalist  for  advancing 
wages  instead  of  leaving  them  to  be  met  out  of  the  sale 
of  the  finished  product  (the  average  workman  iiuld  not 
wait  for  this)  and  the  amount  paid  to  the  entrepreneur  for 
his  organizing  and  managing  ability— that  is,  Wages  would 
absorb  all  that  was  left  after  Rent,  Interest,  Profits,  all 
fairly  fixed  charges,  had  been  deducted.  According  to 
this  theory,  the  workman  woidd  get  nearly  all  the  ad- 
vantage arising  fr„m  the  adoption  of  labour-saving  ma- 
chines. Indeed,  the  entrepreneur  who  was  managing  the 
industry  would  have  no  personal  motive  in  introducing 
such  machines  at  all.  ' 

This  theory  is  as  much  too  optimistic  as  the  =•  bsistenee 
theory  is  to(<  pessimistic.  If  the  entrepreneu  who  is  the 
manager,  the  responsible  head  of  the  business,  the  per.son 
who  has. to  decide  whether  a  certain  marhine  shall  be  in- 
stalled or  not,  has  nothing  whatever  to  g.  'n  from  its  intro- 
duction, is  it  likely  that  he  will  disturb  the  ordinary  rou- 
tine 0*  his  works  by  introducing  it  ? 

From  this  point  of  view,  the  productivity  theory  of 
wages  looks  ridiculous,  but  at  least  it  has  supplied  us 
with  the  theory  of  maximum  wages  as  the  subsistence 
theory  supplies  us  with  the  theory  of  minimum  wages. 
Wages  can  never,  under  ordinary  circumstances,  exceed 
tho.se  which  would  be  fixed  by  the  productivity  theory  of 
wages.  The  other  participants  in  production  must  have 
their  adequate  shares;  the  entrepreneur,  especially,  must 
have  an  interest  in  increasing  the  product.  Nevertheles.s 
the  productivity  theory  of  wages  is  approximately  true  in 
newer  countries  such  as  our  own,  where  owing  to  frei' 
land  and  business  opportunities  the  workman  has  a  de- 
cided advantage  over  his  employer  in  bargaining.  He  is 
able  under  such  circumstances  to  exact  nearly  the  whol' 
of  his  value  to  his  employer.  Thus  it  may  be  seen  to  h<- 
true  that  while  the  Subsistence  Theory  of  Wages  and  tli- 
Productivity  Theory  of  Wages  may  be  approximately  tru.' 
under  the  conditions  prevailing  in  certain  communities, 
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Wages.  '"""*  '■''  'lie  Bargain  Theory  of 

'..'iSLr^rrr.tA!;:!;,-,'''",--, -..■ 

stre  gth  of  employers  and.  mnn^'  ',"  ?"  ''«'-»f«i"i''K 
»P  when  prices  jfounmvn^  ?•'''''!•■  ^^  «'•'''  "^^'"'^  ♦»  »'' 
moves  more  slowh  Trad  i"  I'";  *''?  '^'^  ''""'"'  I"'*  '« 
influence  on  rates  of  wa^e,      "  «"''«'''"<""  exercise  some 

ci«e  on  prices.  ConseTSh  "'a  DeH^d'  f'"'!'*"^'  "'''"•■ 
"'ages  go  up  more  slot'ly  t  an  nrii  "^  "?'"«  ^'""''' 

times  they  fall  more  slovvlv  h-  "'•'  '"  "  P"'"''  "'  ''«'•«' 
other  things  beinrequal  /ain,  «t''.r''''  ^'"'  "'"P>".v»"-, 
borers  in  a  period  of  ranidri"nf  •"  '^.P'""'"'  °^  '"«  '«■ 
at  the  begin^nng  of^iSdTf  depCZL""  '"^^  *"  *"''"' 

How  Wage-Earnerg  Can  Increase  Wages 

-.pply  of  wage-la'borers  or  Lcreasfnl  H  '^  r;^""^''"^  *'^« 
for  their  product..  The  second  'f'^n' P"''''"  ' '''^"'and 
"anally  within  their  controrsotha  *'"'«««»""•■'»'«  is  nut 
supply  of  labour.  Thifk  dn,  ''  P'""'''''  »"  '•''''t'-i''t  the 
more  highly-skilled  trade,  tl  e  !..!r  '"?*'  '^^>''-  ^"  *he 
lowest  level  the  number  nf  J.  '"  "  ''"'^P  ^own  to  the 

all  trades  the;  a  ^Slined  to'^l^'^*"  ^'''^  ^''^de,.  in 
immigration  of  men  le  o  ^li l"  '"  '''^^""'  "P""  'he 
s'onal  V  they  nuhli^h  =7.t      ^    °  *''*"■  ""'"  crafts.    Occa 

'•".migrLts^^JJn  ifnTrntolhT'"'  'T'  *"  '''-""-«"« 
employer's  interest,  of  course   to  i,'"""*'"^-.  ^*  '**  ">  the 
laborers  in  these  trader\,?K  •     "'.^"''ease  the  number  of 
therefore,  they  publish  statlen'."^  "'■  *"""i^'-ants,  often 
''»ly  favourable  picture  of  tX!  ^'V^^'  ^''^''P''  «"  »»' 
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gation  of  the  trade  unionists,  prevented  them  from  so 
doing. 


Note.— A  fourth  theory  of  wages,  less  important  to  us 
than  the  others,  because  it  is  less  heard  of  to-day,  is  the 
Wage-Fund  theory.  This  is,  briefly,  that  the  averag* 
wage  is  determined  by  the  proportion  between  the  cir- 
c.  '.ating  capital  of  a  country  available  for  the  payment  of 
wages,  and  the  number  of  laborers  seeking  employment  in 
that  country.  One  would  find  tlie  average  wage  simply  by 
dividing  the  capital  available  fjr  payment  of  wages— the 
wage-fund— by  the  number  *f  people  who  were  to  share  ui 
it.  The  fallacy  here  is  that  there  is  no  such  thing  as  a 
fixed  wage-fund;  capital  goes  into  the  payment  of  wages 
when  that  is  the  most  profitable  employment,  and  not 
otherwise.  There  is  no  such  thing  as  a  wage-fund,  though 
the  maximum  amount  .;  at  can  possibly  be  paid  in  wagvs 
is,  of  course,  the  circulating  capital  of  a  country  less  the 
necefffiary  living  ex;)-  nses  of  the  non-wage-earning  classes. 
Just  how  much  of  the  circulating  capital  of  a  country  is 
used  for  the  payment  of  wages  naturally  depends  what  it 
can  earn  in  that  way  as  compared  with  what  it  can  earn  in 
some  other  way.  If  such  employment  is  very  lucrative, 
great  masses  of  capital  will,  as  we  have  seen,  come  in  from 
abroad  attracted  by  the  high  rates  of  interest. 

The  Wage  Fund  Theory  is  usually  connected  with  tln' 
name  of  John  Stuart  Mill,  who  was  its  chief  exponent. 
Mill,  however,  towards  the  end  of  his  life  repudiated  tlie 
doctrine. 
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EXAMINATION  QUESTIONS 
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LESSON  XIII. 

1.   How  does  the  economic  use  of  *»,„  * 

differ  from  the  ordCry  ^Zu.'X^.'^T      """'''" 

'■   ?irTou'™  Si?„  ;»--«-  average  wa.es  i„ 

cant.  a.  com-r^rwrrseT^r  rt^^. --at- 

'   SZ^^^^a^i:;^-:^''^  --l  point  out  the 
other  commodities.  "'•'"°^""'''  t*"'^  commodity  from 

'•   ttthele^r^S^wteJ:'  '"'''  ""'°"^^'"  ^^  -^---e 
'■   SliS  ?::;?^*  "^  ^""^  "-^^  of  production-  of  labourf 

^-    What    is    thr 
Wages  ? 
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What  U  tho  "I'rod.u-tivit.v"  Theory  of  WaR.-s,  mwl 
hinv  did  it  come  to  be  advanced?  I'oint  o>.t  the  error 
in  it. 

What  is  the  value  for  iis  of  the  Subsistei!  id  the 

Prodiietivity  Theories  of  Wagest 

for   the   attitude   of   emphiyers   and   trade 
towards  apprentiee.sliip,  (b)  towards 
migration,  on   the   basis  of  the   HarRain 
Wages.    WouUl  that  attitud 
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unions 
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n\- 
the   Hargaiii   Theory   ..f 

wages,     wou.u  ...«i  " "^  '»'  the  same  if  t''';^«"''- 

sisU-nce  Theory  or  the  I'-oduetivity  Theory  of  Wages 
were  true?    Explain. 
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